Markit Economics

markit

Markit economic overview

Global growth worries intensify amid emerging market
downturn

8 September 2015



Monthly economic overview

markit

Record outperformance of developed world versus emerging markets

Global economic growth held steady in August in spite of volatile financial markets, according to Ma r k PMI 0 s
survey data. The JPMorgan Global PMIE was unchanged at 53.7, signalling a robust but unspectacular

annual rate of global GDP growth of just over 2% per annum. Solid developed world growth contrasted,

however, with a marginal contraction in the emerging markets, the biggest such outperformance on record.
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Emerging market manufacturing acts as drag on global growth

Global growthis being led by expanding services activity in the developed world, buoyed in turn by central
bank stimuli, low oil prices and rising employment. Manufacturingis also faring well in the developed world,
boosted by competitive exchange rates in the eurozone and Japan. Emerging market services meanwhile
remain near stagnation, in part because manufacturing is seeing one of its steepest downturns since 2008.
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Czech Republic heads manufacturing PMI
rank, emerging markets dominate lower half

The underperformance of the emerging markets is
further highlighted by the manufacturing PMI league
table. Eleven countries saw manufacturing
downturns, eight of which were emerging markets.

With the exception of Greece, where the economy
is still reeling from bank closures and uncertainty
fueled by the debt crisis, the steepest
manufacturing downturns were seen in Braazil,
Taiwan, Malaysia, China and South Korea.

In Asia, only Japan, India and Vietnam reported
expansions.

European countries continued to dominate the top
half of the rankings, led once again by the Czech
Republic. Resurgent growth in the eurozone was
underscored by five of the top six countries residing
in the single currency area.

Sources: Markit, CIPS, NEVI, Nikkei, BME, Bank Austria, Investec, RBC, AERCE, ADACI, Caixin, HPI \ 4
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Emerging markets slide into contraction

At 49.6, the Markit Emerging Market PMIE signalled a contraction for the second time in three months.
Recent months have seen the worst emerging market performance since the height of the financial crisis,
with GDP set to grow at a mere 4% annual rate in the third quarter. An ongoing deep downturn in Brazil was
accompanied by renewed contractionsin China and Russia, leavingIndiaas t he only expa

Emerging market economic growth Four largest emerging markets
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Chinads stock markets slide as gr owth

The Caixin/Markit PMI surveys indicated that China is going through its worst patch for 6%z years. Despite recent
stimulus measures, including rate cuts, the surveys showed a slowing service sector and a contraction of
manufacturing. The weak data weighed on investor sentiment and contributed to steep share price falls, including

an 8.5% drop on oO06Black Monday6é, taking Chinads stoc
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Mai nland China slowdown hits Hong Kong

The impact of slower growth in mainland China hit the Hong Kong economy, where the Nikkei PMI sank to its
lowest since the height of the global financial crisis amid financial market gyrations and steep falls in business
orders from mainland China. Japan fared better, however, with the Nikkei PMI surveys signalling the fastest
growth since the start of 2014, fuelled mainly by an upsurge in service sector growth and rising exports.
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Developed world growth rates show signs of converging

The PMI for the developed world ticked up to a four-month high of 54.8 in August, broadly consistent with an
annual rate of GDP growth of just over 1.5% in the third quarter. Faster growth in the eurozone and Japan,
and weaker (but still robust) rates of expansionin the UK and US compared to earlier in the year, means
growth rates among the four largest developed economies are converging.

Developed world economic growth Four largest developed economies
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